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Mahindra logistics (MLL) reported topline of Rs4.1 bn (down
54.3% yoy). The performance was impacted by nationwide
lockdown due to the Covid-19 pandemic as significant
reduction in industrial activity, and weak business sentiment
reduced logistics requirement.

Despite higher contribution from the better margin
warehousing segment, gross margin remained stagnant at
~9.7% owing to subdued utilizations. Also, lower revenue and
higher employee expense translated into loss at operating level
(Rs.22mn).

HIGHLIGHTS v" While Supply Chain Management (SCM) segment de-grew
~51% yoy, a larger hit was seen in the Enterprise Mobility (EM)
division wherein revenue declined ~82% vyoy. The
performance in the EM segment was hit hard by lesser
requirement of transportation with large part of clients’
employees continuing to work from home (WFH).

Share of M&M within SCM segment declined to ~44% (from
61% in Q1 FY20; revenue down 65% yoy). Also, auto sector
contribution declined significantly to ~53% (from 71% in Q1
FY20). The management expects delayed recovery in auto
segment owing to Covid-19.

v We expect revenues to be remain under pressure in FY21 with
continued weakness in the auto segment. Also, MLL's EM
division is likely to remain impacted, with IT and Financial

. sector employees largely working from Home.
Our View

v" On the margin front, despite increasing contribution from
warehousing, we expect operating margin to moderate to
~4.4% during FY22E with higher operating costs.

v" We largely maintain our estimates and retain our SELL rating
on the stock with a Target Price of Rs.226 (28x FY22E P/E).
Valuation Weak business sentiments and delayed recoveries to impact
MLL's performance in the near to medium term.

Risk to our call v" Sharp recovery in the Auto and Farm Segment.
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Exhibit 1: Result table (Consolidated)

Y/e 31 Mar (Rs mn) Q1FY21 Q1FY20 yoy (%) Q4 FY20 qoq (%)
Revenue 4,105 8,990 (54.3) 8,118 (49.4)
Operating Profit (22) 401 NA 380 NA
OPM (%) (0.5) 4.5 NA 4.7 NA
Other Income 28 70 (59.9) 31 (9.6)
Depreciation (184) (149) 23.9 (220) (16.4)
Interest (46) (36) 28.2 (57) (19.6)
PBT (224) 287 NA 134 NA
Tax 59 (100) NA (36) NA
PAT (165) 187 NA 98 NA
ir\r:IiJn\?srity Interest/Loss 7 ) NA (1) NA
Adjusted PAT (158) 186 NA 97 NA
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Stock data (as on Jul 31, 2020)

Nifty 11,073
52 Week h/I (Rs) 458 /195
Market cap (Rs/USD mn) 21313 /285
Outstanding Shares (mn) 72
6m Avg t/o (Rs mn): 24
Div yield (%): 0.5
Bloomberg code: MAHLOG IN
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Shareholding pattern (As of Jun’20 end)

Promoter 58.4%
FlI+DII 30.8%
Others 10.8%

A in earnings estimates
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EPS (New) 7.7 53 8.1
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% change - - -
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Exhibit 2: Segmental performance (Consolidated)

Particular Q1FY21 ‘ Q1 FY20 AVA) Q4 FY20 qoq (%)
Revenue (Rs. mn)

Supply Chain Management 3,926 8,010 (51.0) 7,304 (46.2)
Enterprise Mobility 178 981 (81.8) 813 (78.1)

Revenues Mix (%)

Supply Chain Management 95.7% 89.1% 90.0%

Enterprise Mobility 4.3% 10.9% 10.0%

EBIT (Rs. mn)

Supply Chain Management 241 642 (62.5) 571 (57.9)
Enterprise Mobility (7) 95 (107.1) 73 (109.2)
EBIT Margin (%)

Supply Chain Management 6.1% 8.0% 7.8%

Enterprise Mobility -3.8% 9.7% 8.9%

CON-CALL HIGHLIGHTS

v

MLL's performance during Q1 FY21 was impacted by nationwide lockdown and disruptions
due to the Covid-19 pandemic. With the easing off lockdown restrictions gradually during
May-Jun’20 period, the company has witnessed month-wise improvement in performance.
Revenue during Apr/May/Jun'20 stood at Rs.766mn/Rs.1.2bn/Rs.2.1bn respectively.

M&M'’s contribution to the SCM segment declined to ~44% (from 61% in Q1 FY20; revenue
down 65% yoy) largely due to lower volumes. Also, transportation business (within SCM
segment) has been significantly impacted (down 58.8%) with the interstate/intrastate
restrictions on truck movements. The management has indicated towards strong recovery in
the transportation segment.

The contribution from the warehousing and value-added service to the overall SCM'’s
segment has improved from 17% in Q1 FY20 to 31% in Q1 FY21, as continuity of services
related to essential sector translated into comparatively lower (~14% yoy) drop in revenue.
Similarly, demand for goods in essential categories led to a positive traction in e-commerce
and FMCG, and pharma business verticals translating into improved non-auto contribution
(47% in Q1 FY21 vis-a-vis 29% in Q1 FY20).

Despite higher contribution from the better margin warehousing segment, gross margin has
remained stagnant at ~9.7% impacted by subdued utilizations. With better volumes in
transportation segment and higher contribution from warehouse division, the management
expects improvement in gross margin going forward.

During Q1 FY21, total warehousing space under management increased by ~0.25mn sq ft to
~16.5mn sq.ft. The management has guided to add ~1.5mn sq.ft. of warehousing space
during FY21E. Utilization in the warehousing segment has improved to ~80% by Q1 FY21
end.

Drivers and labour availability has not severely impacted the Company.
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According to the management, COVID-19 pandemic has largely delayed the demand
recovery in the auto sector - a) Passenger vehicle: owing to higher effect of pandemic on
urban population and b) commercial vehicle: sluggish economic activity with under-utilized
capacities. Farm segment is expected to do well with expectation on better monsoon and
credit facilities.

Customer/large contract acquisition for the company been better during May’Jun’20 period
and order rate has increased from existing/new clients. The company expects addition of
several clients from Q3 FY21 onwards. The management has indicated towards better mix
(towards higher requirement of warehousing space) for newer clients.

Net Cash and Cash equivalent at the end of Jun’20 stood at ~Rs.1.9bn aided by better cash
flow management and receivables. No major capex has been incurred during Q1 FY21.

Exhibit 3: Financial Summary (Consolidated)

Y/e 31 Mar (Rs m) FY19 FY20 FY21E FY22E
Revenues 38,513 34,711 31,311 35,282
yoy growth (%) 12.7 (9.9) (9.8) 12.7
Operating profit 1,512 1,583 1,282 1,558
OPM (%) 3.9 4.6 41 44
Adjusted PAT 864 552 376 578
yoy growth (%) 324 (36.1) (31.9) 53.7
EPS (Rs) 121 7.7 53 8.1
P/E (x) 24.6 38.6 56.7 36.9
EV/EBITDA (x) 13.3 13.0 16.2 13.0
Debt/Equity (x) 0.1 0.1 0.1 0.0
RoE (%) 18.8 10.6 6.7 9.7
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited

Registered Address: Unit No. 602 A, 6th Floor, Tower 1 & 2,
Indiabulls Finance Centre, Senapati Bapat Marg, Elphinstone Road,
Mumbai - 400013, Maharashtra, India.

Contact Details: +91-22-71123123
Email: research@ysil.in | Website: https://yesinvest.in
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Name of the Research Analyst : Alok Deora, Lokesh Kashikar

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.
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interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
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services other than investment banking or merchant
banking or brokerage services from the subject company
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No
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8 the subject company or third party in connection with the No
research report
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Since YSL and its associates are engaged in various businesses in the financial
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compensation for investment banking or merchant banking or brokerage
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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